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Liquidity, Gains, and Capital Relief in the
Mortgage Portfolio

The mortgage portfolio is an excellent place for financial institutions to
find needed liquidity, gains, or capital relief. For decades, Fannie Mae and
Freddie Mac have been regular buyers of seasoned bulk pools of portfolio
mortgages and have re-affirmed their commitment to these transactions over
the past couple of weeks. For institutions considering how to adapt to the
new operating environment, an analysis of the mortgage portfolio should be
part of your plan.

Overview

Just about every financial institution in the country is re-evaluating its strategic
plans for 2020. As the first quarter closes and we begin the second, many banks
and credit unions will be looking for sources of liquidity, gains, and/or capital relief.
At a minimum, they will want to make preliminary plans in case more significant
balance sheet changes are needed as the year unfolds.

Seasoned mortgages are dependable and price-efficient sources of liquidity for
banks and credit unions. Fannie Mae and Freddie Mac have been consistent buyers
of conforming balance mortgages, in good markets and bad. Consideration of a
sale or securitization of seasoned mortgages should be part of your institution’s
plan for managing through what is expected to be a difficult operating environment
for the near future.

A sale or securitization of loans requires planning, time, and some specific
resources, but FHN Financial Capital Assets Corp. (Capital Assets) has developed
a process that accomplishes numerous objectives for our customers:

= Detailed analytics in Portfolio Performance Analysis (PPA) that provide a
thorough profile of the mortgage portfolio

= Range of strategy options for potential execution that can meet a variety
of objectives

= Sample due diligence process that can shorten the time to lock price —
imperative in a fluctuating market environment like this one

= Experienced Capital Assets team to complete due diligence and delivery,
minimizing internal resources needed to complete a transaction

= Long-standing relationships with Fannie Mae and Freddie Mac that ensure
a seamless transaction

Disclaimer is on the last page of this report.
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Market Environment

While economic conditions are uncertain and many assets have seen significant reduction in liquidity over
the past few weeks, seasoned bulk transactions with Fannie and Freddie have not only maintained their
liquidity, but pricing is very strong. Levels of mortgage-backed securities (MBS) are the primary factor

in determining pricing seasoned pools of mortgages. The below chart not only illustrates the wide price
variances of MBS over the past couple of weeks, but point to the higher absolute prices in recent days since

purchases by the Federal Reserve have become more pronounced.
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Next Steps

Below is a summary of the steps that need to be taken in order to put your institution in the best position
to execute a seasoned bulk mortgage transaction with Fannie or Freddie, whether you need to do it now or
be prepared for future needs.

Loan Data File — Send Capital Assets a quarter-end loan data file for your mortgage portfolio.

PPA — Capital Assets will run a Mortgage PPA to provide a breadth of analytics on the composition,
liquidity, value, interest rate risk, collateral, credit risk, and prepayment profile of your loans.

Strategies — Using the same loan data as the PPA, Capital Assets will illustrate a variety of potential
strategies based on the profile of your portfolio and your strategic objectives, whether that is
liquidity, maximizing gains, capital relief, or reduction of interest rate risk.

Sample Due Diligence — Based on the chosen strategy, Capital Assets will arrange a review of
selected imaged files in order to confirm projections of agency eligibility beyond the loan data.

Price Lock — Once the sample due diligence is complete, your institution will be in position to lock
price on the selected pool of loans immediately, or press the pause button and wait until you have
better clarity of the needed time to execute. Either way, at this point you will be able to lock price
on a transaction at a time of your choosing and not have to wait for completion of the deal.

Finalize Due Diligence — Once your institution decides to move forward on a transaction and locks
price, Capital Assets will complete due diligence on 100% of the loans. This process will eliminate
loans that do not meet agency requirements.

Loan delivery — Once due diligence is completed, Capital Assets works with you to ensure all
notes and collateral are delivered to the custodian and appropriate assignments and allonges are
executed.

Closing/Settlement — Capital Assets works with you and the agency to determine a settlement
date, and you will begin the process of servicing the loans to Fannie or Freddie.
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If you have questions or would like to learn more about strategic options for your mortgage portfolio,
contact your FHN Financial sales rep or Capital Assets directly at 800.456.5460.

Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or condensed. This is for informational purposes only and is not intended
as an offer or solicitation with respect to the purchase or sale of any security. All herein listed securities are subject to availability and change in price. Past performance is not indicative of future results, and changes in any
assumptions may have a material effect on projected results. Ratings on all securities are subject to change.

FHN Financial Capital Markets, FHN Financial Portfolio Advisors, and FHN Financial Municipal Advisors are divisions of First Horizon Bank. FHN Financial Securities Corp., FHN Financial Main Street Advisors, LLC, and FHN
Financial Capital Assets Corp. are wholly owned subsidiaries of First Horizon Bank. FHN Financial Securities Corp. is a member of FINRA and SIPC — http://www.sipc.org.

FHN Financial Municipal Advisors is a registered municipal advisor. FHN Financial Portfolio Advisors is a portfolio manager operating under the trust powers of First Horizon Bank. FHN Financial Main Street Advisors, LLC
is a registered investment advisor. None of the other FHN entities, including FHN Financial Capital Markets, FHN Financial Securities Corp., or FHN Financial Capital Assets Corp. are acting as your advisor, and none owe a
fiduciary duty under the securities laws to you, any municipal entity, or any obligated person with respect to, among other things, the information and material contained in this communication. Instead, these FHN entities
are acting for their own interests. You should discuss any information or material contained in this communication with any and all internal or external advisors and experts that you deem appropriate before acting on this
information or material.

FHN Financial, through First Horizon Bank or its affiliates, offers investment products and services. Investment products are not FDIC insured, have no bank guarantee, and may lose value.
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